D e p a r t a m e n t o d e D i r e c c i ó n d e E m p r e s a s D e p a r t a m e n t o d e D i r e c c i ó n d e E m p r e s a s
INTRODUCTION
The number of large companies that on a regular basis report on their impacts to sustainable development has dramatically increased both in extent and in complexity (Milne and Gray, 2007; KPMG, 2005) . Positive studies examine why and how large and private companies report for their social and environmental impacts (Gray et al., 2001; Deegan, 2002) . However, scholars have called our attention towards two absences in social accounting research. On the one hand, Gray (2002) , Parker (2005) , Adams and Larrinaga-González (2007) and Owen (2008) have recently made a call for (field based) research that engages with practice. On the other hand, Ball and Grubnic (2007) also note that the role of public-sector organizations (PSOs) for advancing the agenda of sustainability accounting and accountability is often overlooked. They contend that that there are differences between the public and the private sector that justify a distinctive analysis of sustainable development reporting. Combining these two absences, Ball and Grubnic (2007) call for further qualitative research to understand the nature of sustainability accounting and accountability in PSOs.
The aim of this study is to explore whether distinctive, and more progressive, processes of sustainability accounting and accountability are possible in PSOs.
To accomplish such aim this research explored sustainability accounting and accountability practices in an intra-industry case study that included nine public water utilities situated in Southern Spain. Different sources of evidence, including reports, interviews with preparers and other forms of engagement, allow exploring the driving forces, and the process, of sustainability reporting by such organizations.
The paper proceeds as follows. The second section reviews the literature and
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the institutional developments of sustainability reporting by PSOs. The third section describes the research method, while the fourth section outlines the characteristics of the field study conducted with the aim of exploring sustainability accounting and accountability. The fifth section describes the accountability processes identified in the field study and the sixth section discusses the findings and concludes.
SUSTAINABILITY ACCOUNTING AND ACCOUNTABILITY IN PUBLIC SECTOR ORGANISATIONS
Different initiatives have addressed sustainability accounting and accountability in PSOs. The Global Reporting Initiative (GRI) sector supplement for public agencies (GRI, 2005) could have a major influence in such activity. For example, in November 2007 the Swedish Government adopted new guidelines for external reporting by state-owned companies, extending the previous obligations concerning sustainability reporting in such a way that, since the year starting the 1 st of January 2008, these companies must supplement their financial reports with a sustainability report following GRI guidelines. Other
European countries have also mandated social and environmental disclosure to conform to Recommendation 2001/543/EC (Hibbitt and Collison, 2004) . The Spanish government issued in 1999 an accounting standard, obligating the water supply and sewage industry to disclose environmental information as part of their statutory financial statements, later reinforced by a more comprehensive standard affecting companies in all industries (Larrinaga et al., 2002; Criado et al., 2008) A growing number of studies conduct a distinctive analysis of sustainability accounting and accountability by PSOs (see for example Ball, 2005; Bowerman and Hutchinson, 1998; Burritt and Welch, 1997; Marcuccio and Steccolini, 2005) . Ball and Grubnic (2007) contend that this distinctive analysis is justified on the grounds of the specific characteristics of PSOs. Given the apparent limitations of the social accounting project (Gray, 2006) , Ball (2002) makes the
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case for re-framing it (see Gray, 2002) in the public sector to understand the real incompatibility between sustainability and business as usual (Gray and Bebbington, 2000) . In this respect, an analysis of the social and environmental literature suggests four areas of singularity of the public sector:
Public services legitimacy. Services delivered by PSOs are often the result of political decisions derived from public concerns and, consequently, the legitimacy of such organizations is grounded on what Ball and Grubnic (2007) call the freedom from fear of the consequences for the public of not having access to a given resource.
These authors rightly point out that these characteristics are especially important if we consider the natural environment.
ii) Public sector ethos. Ethical motivations of people employed in the public sector, which seem to differ from those in the private sector, should be more coherent with sustainable development (Ball and Grubnic, 2007) .
iii) Ecological relevance. It has been argued that sustainability reporting simply represents an approximation to sustainability reporting in most organizations because sustainable development requires an ecosystem or regional level of analysis (Milne and Gray, 2007) .
Unlike private companies, whose ecological base is unstable, public sector organizations tend to be geographically defined, allowing a more accurate analysis of sustainable development, based on biological activity and the flow of materials and energy.
iv)
Regulator. Public sector organizations can also have a role in defining policy objectives and, therefore, could have an indirect impact that overreaches its direct impact. For example, GRI's (2005) sustainability performance information is split in three levels. While the first level includes conventional performance indicators, the second level and third level refer to the impact of the agency's policies on sustainable development in its jurisdiction. Tregidga and Milne (2006) and Adams and McNicholas (2007) conduct case studies of PSOs providing water services. The first study examines the evolution of the discourses used by a leading New Zealand environmental reporting to (re)present itself, characterised by environmental management in the nineties and more recently by the pretended delivery of sustainable development. The second study is an engagement with the process for developing a sustainability report by an Australian water organization, allowing the authors to identify the driving forces of such process. Intriguingly, while both studies investigate PSOs none focused specifically on how the characteristics of such organizations would influence the SER process. Moreover, Tregidga and Milne (2006) found in their company a strong influence of business organizations that promote the "business case" of sustainable development, leading to the preponderance of discourses that make appear sustainability as compatible with "business as usual". These findings cast doubts about the existence of distinctiveness in the public sector as regards sustainability reporting because even public sector is adopting the less progressive business discourses (Tregidga and Milne, 2006) . The question that emerges is if we could find any distinctiveness in PSOs with regard to sustainability accounting and accountability. Sustainability reporting is dominated by large and multinational companies (Milne and Gray, 2007) . The rationale for sustainability reporting is often articulated around the value creation for shareholders and other stakeholders (e.g. WBCSD, 2002) . The findings of exploratory research suggest the existence of a substantial activity of social and environmental disclosure by PSOs in different countries, but such activity does not always take the form of formal stand-alone sustainability reports. Instead, the public sector (e.g. UK local government authorities; see CIPFA, 2004) seems to be inclined to use a broad range of reporting channels for their social and environmental disclosure.
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This could explain the relatively low level of reporting found in some Spanish industries, such as water, dominated by small and medium-sized, geographically restricted, public companies. This also reminds the calls often made in the social accounting literature (e.g. Frost, 2007) to extend the scope of In general, critics of the current practice of (private) corporate sustainability reporting argue that this practice is doing very little to promote attention to sustainable development and change substantially business practices (Gray and Bebbington, 2000; Gray, 2006; Milne and Gray, 2007) . Milne and Gray (2007) argue that corporations avoid the seriousness of sustainable development by ignoring a wider systems conception of sustainability (ecologically relevant) and by translating and defining the term sustainability to make it consistent with what corporations actually do. The question that arises is whether organisations that remained relatively untouched by (private) discourses of corporate sustainability and that often do not publish sustainability reports, undertake distinctive (more effective from a sustainable development stand?) processes of sustainability accounting and accountability.
RESEARCH METHOD
The exploration of sustainability accounting and accountability in PSOs was accomplished by conducting an intra-industry field study of nine water utilities situated in Andalusia (Southern Spain), responsible for the distribution of water and the collection and treatment of wastewater (see table 1). Evidence from the field study was gathered through semi-structured interviews and the analysis of
documents. The open-ended nature of semi-structured interviews seems to be appropriate for an exploratory study as it allows gaining insight of the facts, as well as of the views about events (Yin, 1994) . Prior research in social accounting used this research method (e.g. Larrinaga et al., 2001) Andalusia is a water-deficient area where the distribution of precipitation in uneven, both in time and in space, were water availability do not always meet geographically water demand and were the allocation of water resources generate tensions in ecosystems as well as in the public debate (Velázquez, 2006; . Andalusians perceive water availability as the second
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environmental problem, after forest fires (Junta de Andalucía, 2007a).
Sustainable development has become an important constituent of the regulation and governance of the water industry (Cashman and Lewis, 2007) . The solutions envisaged in those circumstances are not always sustainable: the construction of large desalination plants, the transfer of massive quantities of water or the irrigation of coastal crops with underground water that leads to marine intrusion in aquifers.
Whilst Torres and Pina (2001) identify in Spain a trend to outsource some public services, according to AEAS (2000) 56% of the Spanish population is still served by water companies managed directly or indirectly by local councils, while 32% of the population is served by private companies and the rest by public-private partnerships. Public companies typically serve densely populated urban areas (AEAS, 2000) . Therefore, the fact that social accounting research overlooks the public sector (Ball and Grubnic, 2007) could lead to neglect one of the human activities with a greater incidence in sustainable development, at least in Spain. Considering public water utilities in this paper could allow to explore distinctive processes of sustainability accounting and accountability, as suggested by Ball and Grubnic (2007) .
The present case study focused on nine water utilities that collectively constitute a recognized area of institutional life because they share common systems of meaning and interact frequently (Scott, 1995) . These nine companies are part of an organizational field (Larrinaga-González, 2007) , which is the focus of this study, rather that the individual organizations. Table 1 In addition to the obvious image motivations, some interviewees stressed that certifications were driven by the need to standardise environmental management procedures.
The most important sustainability issues for the organisations examined are the availability of water, the quality of supplied water and wastewater treatment.
Different dry periods (1974-76, 1981-83 and 1992-95) affected severely the 
Interviewees are generally very proud of this accomplishment, and they see themselves as the "good guys" because they are those that fix the environmental problem.
SD ACCOUNTABILITY PROCESSES IN PUBLIC SECTOR WATER COMPANIES
The analysis of the evidence suggests that there are three different processes of sustainability accounting and accountability in the organizations examined: environmental financial information mandated by ICAC standards, environmental and sustainability reports and the communication of environmental information through other reporting media, including awarenessbuilding campaigns for demand management.
Environmental financial information
As noted above, since 1999 it is mandatory for water companies to disclose environmental financial information in their financial statements. Although it was mandatory to make such disclosure since 1999, it was not until 2002 that all the companies complied with the environmental accounting standard. Moreover, the degree of compliance is quite low, especially if we consider the lack of recognition of environmental liabilities. Criado, et al. (2008) and Llena et al. 
D e p a r t a m e n t o d e D i r e c c i ó n d e E m p r e s a s D e p a r t a m e n t o d e D i r e c c i ó n d e E m p r e s a s "I can tell you that all the discussions in the new accounting standard focused on four or five issues, but the disclosure on environmental issues, yes, very good … this was just introduced. Neither the industry nor the ICAC attached too much importance to this" (M1 -Financial director)
The second obstacle was the lack of enforcement of the standard. None of the financial statements analysed deserved audit qualifications (similar findings for the private sector in Larrinaga et al., 2002) . The third obstacle is the difficulty in establishing the criteria to determine which activities have an environmental nature and, therefore, separate environmental investment and expenses from the rest. As the activities of these organisations have an essential environmental component, some utilities decided to label all their assets, investments and expenses as environmental while others suggest that this is nonsense. In this respect, organisation C1 states in its annual report that
"As far as C1's aim is the integral management of the hydraulic cycle, all its activities should be considered under this standard [as environmental], including all its assets" (2002 Annual Accounts -C1)
The financial director explains this as follows:
"¿How much do you spend in the environment? (…) From the CEO's pay to the last tube installed" (C1 -Financial director)
M5 recognised environmental investments and expenses for all their water treatment facilities. However, most organisations prefer to disclose as "environmental" only the cost of supplementary activities, because they consider that the disclosure of the cost structure of their activities is sensible for 
Sustainability reporting
Although water companies in other countries are leading-edge environmental reporters (see Tredidga and Milne, 2006) , empirical studies in Spain (see Moneva and Llena, 2000) suggest that water companies are "poor" reporters.
This field study seems to confirm this inference as only the largest utility (EMASESA) voluntarily publishes a sustainability report. This is a stand-alone report, prepared following GRI guidelines and made available in paper and the Internet that received a second prize in the "European Environmental Awards".
Attached to its annual report, GIAHSA also publishes in the Internet, since 2003, a 30-35 pages long environmental report. A third organisation also publishes a short environmental report.
Water utilities tend to disclose just statutory information in their annual reports, mentioning five of them environmental certifications in their (mandated) management report. Only EMASESA reported such information in a voluntary section of the annual report. However, these poor scores in annual reports
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should be assessed considering that only EMACSA and EMASESA edit a printed copy of their annual report. The remaining utilities just print copies of their annual reports and distribute them among the owners, financial institutions and official registries. The view of some interviewees is that it is not costeffective to edit and circulate an annual report:
"We did it [to edit and circulate an annual report], now we circulate it to any interested. Logically, we circulate it to the owner and the board.
We did send it also in the past to other companies, but not recently.
The cost of preparing an annual report is excessive. But you can see anyway in our management report that the environment is a key
concern …" (M2 -Financial Director).
Although interviewees argue that they are transparent because the local council, but especially opponent councillors, requires it, an examination of corporate websites reveals that they do not make available annual reports in their websites, with the exception of M1 and C2. It seems that size could explain a great deal of the variation in disclosure among the organisations studied, which approximately range from 50 to 750 employees. In the Italian context, Steccolini (2004) argues that annual reports have a minimal role in the accountability of local governments. In this respect, one observation that emerges from the interviews is that small and medium-sized organizations are generally more opaque to the public regarding economic information than environmental information. However, environmental disclosures through the web are more sophisticated than through the annual reports, even for small organizations (see below). The concern on disclosing cost structures could explain the relative opacity on economic issues. However, there is still reluctance to be completely transparent:
"The society is increasingly concerned by environmental issues. The environment is a business. I think that disclosing excessive information
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Director)
Other reporting media
If we expand the focus of the reporting media considered, one observation that emerges is that the environment is embedded in their practices and their reporting. Their core indicators in their reports always include issues such as the quality of supplied water, water leaks, water savings or quality of wastewater treatment.
We should not loose the focus: the activity of this company is the environment. When you talk me about [environmental] reports, brochures, I could answer that, as everything we do has an
environmental basis, all [our reporting] is focused to the environment"
The lack of (conventional) sustainability reporting could lead to think that these organisations are not responsive to external demands. However, their nature (small and medium-sized public companies) could justify the absence of such information. In these circumstances, it is worthwhile to extend the reporting media considered (Frost, 2007) indication of the degree of transparency of these organisations is that the only organisation that had pollution incidents disclosed in its website the name, position, email and telephone number of all its employees.
The themes of communication focus around saving water, water quality and water treatment (it is worth mentioning that this information is also reported to the environmental authorities and that we will refer here just to voluntary public disclosure).
Water saving is a key concern for local communities and the utilities ---insert figure 2 here ---
D e p a r t a m e n t o d e D i r e c c i ó n d e E m p r e s a s D e p a r t a m e n t o d e D i r e c c i ó n d e E m p r e s a s
Most utilities also disclose updated technical reports on the quality of supplied water. For example, EMASESA benchmarks quality parameters with wellknown brands of bottled water. Finally, four companies also disclose on line, even daily, technical reports of wastewater treatment.
DISCUSSION AND CONCLUDING COMMENTS
This paper reports a field study of an institutional field integrated by, among other organisations, nine public water utilities based in Andalusia. This field study was accomplished to explore whether distinctive, and more progressive, processes of sustainability accounting and accountability are possible in public sector organisations, compared with private companies and considering the critiques of current practice of sustainability reporting.
Considering first the Spanish accounting standard, this study confirms the findings of Larrinaga et al. (2002) on the poor design of such accounting regulation from an environmental point of view. Our results suggest that the lack of compliance stems from the lack of legitimacy of the standard itself. This information is deemed as not relevant compared with non-financial sustainability reporting.
Apart from the largest utility, the practice of sustainability reporting, in all its guises, is quite limited. The evidence suggests that there are several reasons for this. Apart from the obvious observation that sustainability reporting is essentially voluntary, these companies do not find reputational incentives such as those found by quoted companies (Toms, 2002; Bebbington et al., 2008) .
Moreover, these water utilities do not feel that their legitimacy is under threat; they see themselves as the "good guys". The mission of these organisations, the reason why a few decades ago local councils decides to create these organisations, is grounded on the freedom from fear of water shortages.
Moreover, their communities appear to be quite successful in managing the whole life-cycle of water: increasing availability, decreasing per capita consumption, more awareness and better wastewater treatment. Therefore, the need to publish sustainability reports to gain or maintain legitimacy is out of question. A final explanation for the lack of sustainability reporting is the (absent) value of financial transparency. If sustainability reporting arguably emerged from annual reports, this is the worst place to start for these water utilities that seem to be so reluctant to disclose financial information. We found that most organisations did not even conceive the idea of preparing a sustainability report, although they have the information and the costs are declining with Internet.
A more interesting, and optimistic, finding in this field study was the use of other reporting media. Although disclosure through other media are still voluntary, there is an intense activity, including education and advertising, to raise the public awareness on the importance of water saving, but also the accounting for the environmental performance of the water utilities. In this respect, corporate websites not only allude to environmental certifications, but also disclose raw management data, even with a daily frequency, or benchmarks for water quality. The literature often criticises that sustainability reporting and real corporate activities are uncoupled (Gray, 2006) and that the first named does not address essential issues (Ball and Grubnic, 2007) , but conveys discourses to make appear "business as usual" activities compatible with sustainable development (Tregidga and Milne, 2006) . However, disclosure activity of the public water utilities examined seems to be coupled with real strategic and operational activities. They address the essential issues and do not attempt to mislead, but to raise the awareness of the public. These organisations address themselves to their "customers" when they account for the quality of service, but they also address themselves to "citizens" when they account for the availability of water. After all, through local councils these organisations are indirectly accountable to citizens.
Responding to the aim of this investigation, these findings suggest the existence of a confluence of motivations and reporting media that are quite different from those usually found in sustainability accounting research. They suggest that the hierarchy of motivations is quite different. While Bebbington et (2008) found that for private companies the environment is subordinated to financial success, the objectives of public water utilities seem to be articulated primarily in terms of water sustainability and only secondly in terms of financial success. In this respect, the evidence of water demand management indicates that these organisations have successfully removed economic growth per se as an objective (Ball and Grubnic, 2007) . The findings also suggest that the reporting media are quite different. The inference that these companies are poor reporters because they do not publish stand-alone reports is simplistic.
Instead, those companies, even the smaller ones, proactively communicate with their stakeholders, engaging with them as "citizens" and this seems to have very promising effects in terms of sustainability accounting and accountability. 
